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KEY ECONOMIC INDICATORS - TURKEY 


All values in million U.S. dollar 
unless otherwise stated 


INCOME, PRODUCTION AND EMPLOYMENT 
($ Billions) 1/ 


GNP at current prices 1/ 
GNP at constant 1968 prices: 1/ 
Agriculture 
Industry 
Other 
Per Capita GNP at current prices 1/ 
Average Industrial Wage (1974=100) 
Labor force (millions) 2/ 
Average employment rate (%) 


MONEY AND PRICES 


Money Supply (TL millions - 1977: 
April) 
Interest rates (Central Bank) 
Indices: (1963=100) 3/ 
Wholesale price index 
Ankara cost of living 
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(Official Exchange Rate: 
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9 157,924 
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NPR MOWn~ISE 


% Change 
to A 


.6 Sept 524. 
.5 Sept 491. 


BALANCE OF PAYMENTS AND TRADE: 
Gold and Foreign Exchange 
Reserves (Central Bank) 

External public debt (repayable 

in foreign exchange) 

Annual debt service (external) 
(Principal and interest) 
(January-May, 1977) 41.5 ; ao. 

Balance of Payment, overall 
balance (Jan-May, 1977) 

Balance of Trade (Jan-July, 1977) 

Exports, FOB (Jan-July, 1977) 
U.S. Share (Jan-July, 1977) 

Imports, CIF (Jan-July, 1977) 
U.S. Share (Jan-July, 1977) 


6 Oct.511.0 


.8 June 3,955.0 


-1,360.2 
-3,337. 
1,401. 
147, 
4,738. 
425, 


-1,766.0 29. 

-3,168,4 Je 

1,960.2 39.5 
191.4 30, 

5,128.6 8. 
437.9 oe 

1/ National income data are provisional and based on July 15, 1977 
estimates, the latest available. 

2/ Officially reported data. 

3/ Annual average 1975 and 1976; figures exclude rent factor. 


provisional 


Note: Several changes in the exchange rate during the past four years account 
for apparent discrepancies in percentage changes from year to year in several 
items on this page. The percentages shown in Column C of National Income are 
based on official data in T.L., rather than on the $ equivalents shown in A and 
B. Average rates used in National Income data are as follows: 1975: $1.00 = 
TL 14.50; 1976: $1.00 = TL 16.00; 1977: $1.00 = TL 17.77. 
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SUMMARY 


During the first five months of 1977, Turkey managed to achieve a real growth 
rate of 5.5 percent, below the rate achieved during the same period of 1976 
(7.2 percent). The latest available official projections estimate that 
declining growth in the second half will lead to a 5 percent growth rate 

for the entire year of 1977. However, preliminary indications are that 

this estimate may be high due to curtailments in industrial production 
resulting from Turkey's foreign exchange shortage. 


In September, Turkey began implementing an economic stabilization program 
designed to control domestic inflation and ease its balance of payments 
deficit. At the same time, the GOT continued negotiations in Ankara with 

a delegation from the International Monetary Fund in an effort to obtain 
much-needed balance-of-payments support. Current indications are that if 
Turkey implements a budget that provides for expenditures of no more than 
260 billion TL for FY 1978, which begins March 1, 1978, and establishes a 
realistic rate of exchange for its currency, such support may be forthcoming. 


Opportunities for U.S. exports and investment in Turkey will be limited in 
1978. However, insofar as financing is available, there will continue to 

be a market for U.S. goods and services. Among products that offer special 
opportunities for U.S. exporters are machinery and equipment for the power 
generating, food processing, textile manufacture, and construction industries. 


Domestic Economy 


Despite severe inflation, Turkey's Gross National Product increased by 5.5 
percent during the period from January to May of 1977 as compared to the 
same period of 1976, according to provisional preliminary estimates by the 
State Institute of Statistics. A 9 percent growth rate in the industrial 
sector was offset by a 3 percent decline in agriculture. The ability of 
industry to maintain such a high growth rate despite a foreign exchange 
shortage is explained by the fact that supplies of raw materials continued 
uninterrupted until April. However, industrial production is expected to 
decline until the end of 1977, because of difficulties in raw material 
imports due to Turkey's foreign exchange problems. 


During the second half of 1977, the economic picture was one of stagflation. 
The manufacturing industry has been working considerably under capacity for 
years. Examples of such under-employed resources are the furniture industry, 
where 73 percent of the firms have more than one-third of their capacity idle, 
and the textile industry, which expects to operate at only 70 percent of 
capacity this year. A provisional estimate of GNP at constant 1968 prices, 
released by the State Statistical Institute on November 15, indicate a 5 
percent GNP increase in 1977 over 1976. However, if these estimates are 
converted into dollars to reflect the declining value of the Turkish Lira, 

a decline in real GNP of five percent is indicated. 


A serious problem in the domestic economy during 1977 was that, during the 
spring and summer, Turkish electric power authorities imposed scheduled 
outages in electric power for periods of as much as five hours per day. 
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This was reduced to two hours during the autumn and less during the winter, 
Much of the power shortage is reportedly due to long-standing problems such 
as poor planning and management. The Mechanical Engineers' Union asserts 
that 70 percent of the shortage in 1977 could have been avoided if all 
transmission cables had been replaced within the past ten years to minimize 
leakage. The electricity shortage is aggravated by the foreign exchange 
shortage, which has caused Bulgaria to reduce its electricity exports to 
Turkey and which is holding up the Turkish Electric Company's orders for 
tools and equipment. According to one high-level estimate, during the 
worst of the power cutbacks, Turkish industry suffered a loss of TL 80 
million per day in terms of unfulfilled production. 


Agriculture 


1977 has been a moderately good year for Turkish agriculture, but growth is 
projected at only 3 percent compared to 1976, according to the State 
Institute of Statistics on November 15. Moreover, agricultural exports 

are expected to decline by 13 percent in 1977. Exports of agricultural 
products for 1977 are presently estimated at $1,150 million, representing 
68 percent of total exports expected to be achieved by Turkey this year. 
This decrease is due primarily to the small size of the 1976 cotton crop 
and unrealistic pricing of Turkey's tobacco and wheat stocks. 


The total value of agricultural exports could probably be increased by 

another $500 million, in light of available stocks of tobacco, wheat, 

barley,and other agricultural products. However, transportation constraints 
limit the rapidity with which Turkey can implement any such export mobilization. 


Industrial Relations 
So far this year, intensive collective bargaining has produced substantial] 
increases in wages and fringe benefits. Gross labor costs rose at an 
estimated annual rate of 50 percent as trade unions fought to protect real 
earnings through two-year contracts in the face of sharp increases in living 
costs. Concessions granted were frequently generous to a fault. Wherever 
employers endeavored to hold the line and restrain excessive labor demands, 
strikes resulted. The industries most seriously affected were textiles, 
metals, and food distribution. 


Balance of Payments 

Turkey's current shortage of foreign exchange is caused primarily by a 
growing foreign trade deficit, which increased from $2.6 billion during 
January-October, 1976 to $3.5 billion during the same period in 1977. 
Exports declined 17.5 percent during this period (from $1.6 billion to 
$1.3 billion), due primarily to precipitate declines in tobacco and raw 
cotton exports. Meanwhile, imports were up 16.5 percent over the same 
period in 1976, amounting to $4.9 billion, which approximates the amount 
of imports forecast in the annual plan. 
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Almost all the 1977 decline in Turkey's exports occurred during the first 

quarter and all the increase in imports occurred during the first half. 

Since then, foreign trade has leveled off at last year's levels. Trade 

data for October are particularly encouraging: exports are 26 percent above 

the level of October, 1976 and imports are down 16 percent. Exports for 

the entire year are now projected at $1.7 billion instead of the $2.5 billion 

Srey wees in the annual plan, and imports will probably be approximately $5.6 
illion. 


Workers' remittances from abroad were up by 8 percent during the first eight 
months of 1977, attaining a level of $669 million. However, remittances 
Since June have been below last year's levels and the total amount in 1977 
is unlikely to be significantly more than last year's level of $1 billion. 
Turkey's balance of invisible transactions for 1977 is expected to register 
a net surplus of $806 million, 7 percent below last year's. Consequently, 
the current account deficit is expected to increase by 35 percent to $3.1 
billion for 1977 as a whole. Capital transactions -- project credits, 
imports with waiver, and private foreign capital will provide Turkey 
approximately the same amount of financing as last year, but foreign debt 
repayments seem likely to increase by 57 percent to $187 million in 1977. 
Therefore, the basic deficit will probably increase by 50 percent to $2.6 
billion this year, more than twice the level planned in the 1977 program. 


Turkey's reserves have dwindled to the point that on November 11, 1977, the 
Central Bank's gold and foreign exchange reserves fell to a value of $498.4 
million, the lowest level in approximately six years. Commercial banks 
authorized to build up foreign exchange positions are estimated to hold 


an additional $80 million worth of foreign currency. The Government of 
Turkey financed its basic deficit in 1976 by using $112 million from its 
foreign exchange reserves, $149 million in IMF special drawing rights, 

and $1.5 billion in short-term credits. It is estimated that in 1977 Turkey 
will finance its basic deficit with $400 million from its foreign exchange 
reserves, $59 million from the IMF, and $2.1 billion in short and mediun- 
term credits. 


The Central Bank has not authorized transfers of foreign exchange since the 
March 1 exchange rate adjustment for any but the most essential uses, namely, 
in order of priority: 1) military purchases, 2) government obligations, and 
3) imports of raw materials and energy necessary to keep the economy from 
grinding to a halt, such as petroleum, fertilizer, pharmaceutical components, 
iron, and steel. Meanwhile, there is a large backlog of unpaid bills for 
import shipments authorized by the Central Bank but for which it has yet to 
provide foreign exchange. 


A larger volume of convertible lira deposits (CLD's) is outstanding this 
year than last year. Half of Turkey's $2 billion in CLD's are maturing at 
various times during the second half of 1977. The Central Bank must be 
able to repay these CLD's in foreign currency upon demand, even though 
most CLD's are subsequently rolled over. Moreover, the supply of new CLD's 
has stopped because of international bankers' fear of default. There has 
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been no concerted movement 7 foreign banks to reduce their exposure in 
Turkey. However, the Banks have insisted since April that the GOT must 


implement enough austerity measures to satisfy the IMF of its credit- 
worthiness before they would consider any further credit for Turkey. 


There have been occasional shortages of petroleum products during 1977. 
These have resulted both from price rigidities within Turkey and from 
interruptions in foreign supplies pending Turkey's payment of its oil 
bills. The Government of Iraq, Turkey's principal source of petroleum, 
has periodically protested Turkey's payment delays. Turkey's domestic 
production of crude was off 4 percent in the first half of 1977, amounting 
to 1.2 billion tons, less than 15 percent of Turkey's consumption. There 
is no question that Turkey's current annual bill of $1.2 billion for 
petroleum imports is one of the primary causes of its foreign exchange 
shortage. 


Economic Stabilization Program 


The first part of Turkey's economic stabilization program to be implemented, 
undoubtedly at IMF prodding, consisted of three measures to reduce the Gov- 
ernment's budgetary deficit. First, the Demirel coalition held this year's 
increase in agricultural support prices to between 7 and 14 percent, in 
order to lower government subsidies to agriculture. This means a decrease 
in real terms of at least 25 percent. The second budgetary measure, 
implemented in early September, was an increase in the prices of products 
marketed by State Economic Enterprises (SEE's). This will reduce SEE 
deficits, most of which are subsidized by GOT revenues. The other impo- 
rtant budgetary measure was the increase, on September 9, of energy prices, 
including gasoline, which was virtually doubled in price -- previously 
gasoline had been selling at a lower price in Turkey than in any other 
European country. 


Other stabilization measures being considered include further restriction 
of imports and encouragement of exports. In addition, the Government 
depreciated the Lira by 9 percent (in relation to the U.S. dollar) on 
September 21, 1977, and further adjustments are expected in the near 
future. For the longer run, a stabilization program might seek to 
restructure Turkish industry by shifting investment into export indus- 
tries and out of assembly-type industries serving mainly Turkish consumers, 
which are heavily dependent upon imports. A new approach to foreign credit 
and domestic saving is another economic stabilization measure that is being 
urged. Many observers point out that Turkey should stop piling up expensive 
short-term debt, as under the Convertible Lira Deposit scheme. 


Foreign Credits 


Nonetheless, Turkey will need substantial foreign credits until an economic 
stabilization program can improve its balance of payments. This is nothing 
new for Turkey, but what is new is that it is going abroad for assistance to 
finance its debts rather than to maintain its economic growth. The GOT has 
already exhausted its special drawing rights in the IMF, its gold tranche, 
and its full entitlement under the oil facilities of the IMF. Three months 
since beginning negotiations with the IMF, the Government was close to 
reaching agreement on an economic stabilization program which seemed likely 
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to be acceptable to the IMF. If the GOT is able to implement this program, 
it will probably have access during the next six months to over $100 million 
in standby credits and credit tranches from the IMF. Subsequently, it may 
also be able to qualify for credit through the IMF's planned Witteveen 
facility. Commercial banks then are likely to resume lending to Turkey. 
Turkey may also call upon other foreign resources, such as the International 
Fund for Agricultural Development, when that becomes operative, and the OECD 
Consortium for Turkey, which provided assistance during a less severe balance 
of payments crisis in 1958. 


Outlook 


The outlook is for a continuation of Turkey's current stagflation throughout 
1978. Basic economic reforms will require considerable time to effect an 
increase in Turkey's foreign exchange earnings sufficient to bring its 
international balance of payments close enough to equilibrium that foreign 
lending can close the gap on commercial terms. One-shot credits for balance 
of payments purposes will not solve Turkey's fundamental economic problems. 
However, a substantial amount of such financing is needed to keep the Turkish 
economy from grinding to a halt for lack of imported raw materials while an 
economic stabilization program takes effect. 


Foreign creditors of Turkey may have to tolerate delayed payments for many 
more months. Some expect this problem to persist for the next two or three 
years. How long Turkey's current foreign exchange shortage persists depends 
upon how effective the GOT is in implementing an economic stabilization 
program. Even if Turkey manages to qualify for the financing it hopes for, 
its imports in 1978 are expected to be decreased to $4.5 billion, as compared 
to almost $6 billion this year. For an economy with imports equivalent to 13 
percent of GNP in 1977, such a contraction of imports could have serious 
effects on investment. Turkey may do well to achieve any real growth in 1978. 


Areas of Special Interest to U.S. Suppliers 


At present, opportunities for U.S. exporters are limited by the Turkish 
external payments situation. Although it is not yet entirely clear how and 
when this problem ultimately will be resolved, it is evident, as noted above, 
that either the annual level of Turkey's imports will be reduced or exporters 
to Turkey will have to be prepared to accept long delays in payments. But 
U.S. exporters would be well advised to keep in mind the long term outlook 
with respect to Turkey, which has great potential as a large developing 
market. 


For the short term, opportunities will be concentrated in a few priority 
sectors. Probably the most important of these is electric power generating 
equipment. As previously noted, Turkey currently suffers from a power gap 
caused by a shortfall in generating capacity as compared to demand, which 
is increasing more rapidly than expected. To close this gap, Turkey is 
expected to place great emphasis on accelerated development of power gen- 
erating facilities, giving rise to a wide range of sales opportunities for 
U.S. manufacturers of equipment associated with electric power production. 
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Another sector of the Turkish economy that will be aggressively developed 
is production for export, As Turkey's exports are largely food and textile 
products, this should enhance market prospects in food processing and 
packaging equipment, textile machinery, and, to some extent, agricultural 
machinery and equipment. In the latter case, prospects may be of a spec- 
ialized nature, however, because of the availability of a variety of 
equipment produced locally under foreign license. 


Finally, the largest single category of U.S. exports to Turkey in recent 
years -- construction equipment -- is likely to remain of considerable 
interest to U.S. suppliers both in the short and the long term. Payments 
difficulties have affected this market.in recent months, but if Turkey is 
to create the base for a return to financial viability she must continue 
to build and develop. To do this she must be continually renewing her 
construction machinery, already largely of American origin. American 
exporters should not fail to keep this market open. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





